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SUBJECT: ENRICHED URANIUM INVENTORY TAX 
REF: STATE 155120 

1. DURING INITIAL COURTESY CALL FONOFF SECOND NORTH AMERICAN 
AFFAIRS DIVISION DIRECTOR SAITO RAISED WITH E/C COUNS QUESTION 
OF TAX ON INVENTORIES OF ENRICHED URANIUM OWNED BY JAPANESE 
UTILITY COMPANIES AND LOCATED IN TENNESEE. SAITO REMARKED 
THAT EFFORT TO TAX THIS URANIUM WAS COMPLETELY UNEXPECTED 
AND OFFERED OPINION THAT, SINCE THE ORIGIANL PURCHASE WAS 
MADE IN ORDER TO CARRY OUT BALANCE OF PAYMENTS OBJECTIVE OF 
THE INGERSOLL-TSURUMI ARRANGEMENT ON TRADE, USG SHHOULD RECOG- 
NIZE THA THE QUESTION HAS POLITICAL AS WELL AS ECONOMIC 

AND LEGAL OVERTONES. 

2. SAITO SAID THAT ANNUAL TAX, ACCRDOING TO HIS LATEST 
INFORMATION, WOULD BE ABOUT $3.8 MILLION PERYEAR AND 
THAT ASSESSMENT MIGHT BE DUE FOR THREE YEARS. HE WAS 
FULLY AWARE OF THE FACT THAT IT MIGHT NOT BE TO ADVANTAGE 
OF JAPAESE UTILITIES TO MAKE THE CASE THAT TITLE DID 

NOT ACTUALLY TRANSFER IN 1973, THUS EXPOSING THEM TO 
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ACCORDING TO SAITO, ARE UP TO $52 PER SWU COMPARED TO 
$32 PER SWU IN 1973. 

3. SAITO HINTED THAT JAPANESE MAY DECIDE TO MAKE 
THEIR CASE AT THEPOLITICAL LEVEL, POSSIBLY RAISING 

IT WITH AMBASSADOR HODGSON. CMMENT: JAPANESE HAVE, 

OF COURSE, ALREADY RAISED THIS QUESTION IN 
GENERAL TERMS WITH THE DEPUTY SECRETARY. THEY ARE 
CLARLY IN A QUANDRY IN THE FACE OF THIS SURPRISE TAX 
LEVY WHICH MAY AMOUNT TO 1 1 .6 MILLION. WHEN E/C 
COUNS REMARKED OFF HANDEDLY THA SOME COMPROMISE 
SOLUTION MIGHT BE FOUND, SAITO ANSWERED ONLY THAT 
JAPANESE UTILITIES FEEL THAT THEY SHOULD NOT HAVE TO 
PAY ANYTHING. IT SEEMS THAT JAPANESE UTILITY 
COMPANIES HAVE TOSSED THIS PROBLEM TO THE FOREIGN 
MINISTRY WHCUH FEELS UNDER STRONG PRESSURE TO SOLVE 
IT. THE OUT COME OF THIS CASE IS CERTAN TO HAVE AN 
IMPACT ON JAPANESE ATTITUDES TOWARDS PROPOSAL FOR THEM 
TO STOCKPILE AGRICULTURAL COMMODITIES OR CRUDE OIL IN 
THE U.S. 

4. ACTION REQUSTED: GUIDANCE AS TO APPROPRIATE 
RESPONSE IN EVENT JAPANESE RAISE THIS ISSUE WITH THE 
AMBASSADOR. 

HODGSON 
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